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SUBJECT: RHODESIA: RHODESIAN BUDGET FOR FY-78/79 

BEGIN UNCLASSIFIED 

SUMMARY: THE BUDGET FOR FY-1978/79 WAS PRESENTED ON JULY 21 
BY RHODESIA'S FIRST MULTIRACIAL GOVERNMENT. DEFENSE SPENDING 
WAS INCREASED ONLY 2 PERCENT OVER LAST YEAR TO US $374 MILLION. 
THIS FIGURE REPRESENTS 26 PERCENT OF THE TOTAL BUDGET OF 
$1413 MILLION. EXPECTED TAX INCREASES WERE GENERALLY AVOIDED 
WITH THE ONLY HARSH MEASURE INTRODUCED BEING A LOAN LEVY OF 
12.5 PERCENT PAYABLE ON INCOME TAXES OF $145 AND MORE. END 
SUMMARY 
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1 . REPORTS FROM SOUTH AFRICAN AND RHODESIAN PRESS ON 
RHODESIAN GOVERNMENT BUDGET FOR FY-1978/79 PRESENTED TO 
PARLIAMENT JULY 21 BY CO-MINISTERS OF FINANCE DAVID 
SMITH AND ERNEST BULLE PROJECT INCREASED EXPENDITURES OF 
ONLY 2 PERCENT ON WAR EFFORT (DEFENSE AND POLICE) OVER 
FY- 1977/78 TO US $374 MILLION. MINISTRY OF DEFENSE 
EXPENDITURES FOR THE CURRENT FISCAL YEAR WILL RISE BY 
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$7.25 MILLION TO $232,543,000. THE POLICE WILL INCREASE 
SPENDING BY $19.1 MILLION TO $105 MILLION. COMBINED 
DEFENSE AND POLICE EXPENDITURE ACCOUNTS FOR 26 PERCENT 
OF THE TOTAL BUDGET, 1.2 PERCENT LESS THAN LAST YEAR. 

(NOTE: ALL VALUES IN US DOLLARS AT NEW EXCHANGE RATE OF 
ONE RHODESIAN DOLLAR EQUALS $1,454.) 

2. THE TOTAL BUDGET INCREASED FROM US $1,320 MILLION 
FOR FY-1977/78 TO $1413 MILLION FOR FY-1978/79. THIS IS ONLY 
A 6.2 PERCENT INCREASE AND INDICATES THAT CLAMPS ARE 
BEING PLACED ON GOVERNMENT SPENDING IN THE FACE OF IN- 
FLATION. A BUDGET DEFICIT OF $382 MILLION IS TO BE 
COVERED BY BORROWINGS. 

3. THE EXPECTED HIKE IN TAXES ON BEER AND CIGARETTES 
DID NOT MATERIALIZE. TO RAISE NEEDED REVENUE, A LOAN 
LEVY (MATURING IN THREE YEARS) OF 12.5 PERCENT ON BASIC 
INCOME TAX IS PAYABLE ON A TAX OF US$145 OR MORE. THIS 
NEW MEASURE WILL APPLY TO VIRTUALLY ALL 80,000 WHITE TAX- 
PAYERS AND ABOUT 1,000 BLACKS. 

4. THE ECONOMIC SURVEY FOR 1977, PUBLISHED SIMUL- 
TANEOUSLY, REPORTED A NEGATIVE GROWTH RATE OF 6.7 PERCENT. 
GROWTH RATE WAS MINUS 3.4 PERCENT IN 1976 AND MINUS 1.1 
PERCENT IN 1975. THE SURVEY PREDICTS MUCH THE SAME 
NEGATIVE GDP IN 1978 DUE TO SANCTIONS WHICH ARE "MADE 
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MORE EFFECTIVE BY THE INTERNATIONAL RECESSION AND THE 
SECURITY SITUATION." 

5. BALANCE OF PAYMENTS DEFICIT IN 1977 WAS $29.4 MILLION 
ON CURRENT ACCOUNT AND $33.1 MILLION ON CAPITAL ACCOUNT. 

PRESS STATES THAT BALANCE OF PAYMENTS SURPLUS OF $49.4 
MILLION WAS RECORDED IN 1976. 

6. SURVEY SAYS 18,000 BLACKS AND 3,000 OTHER RACES LOST 
JOBS IN 1977. JOB DECREASES WERE MAINLY IN AGRICULTURE 
BUT ALSO IN MANUFACTURING AND MINING. END UNCLASSIFIED 

BEGIN LIMITED OFFICIAL USE 

7. COMMENT: THE SURPRISINGLY SLIGHT INCREASE IN DEFENSE SPENDING 
MAY BE PREMISED ON A WINDING DOWN OF THE GUERRILLA WAR DUE TO 
THE MARCH 3 INTERNAL SETTLEMENT. IF THIS DOES NOT OCCUR, 
SUPPLEMENTARY ESTIMATES ARE LIKELY TO BE NEEDED. IN ANY 
EVENT, IT IS HARD TO SEE HOW THE GOVERNMENT COULD AFFORD TO 
ALLOCATE MORE RESOURCES TO DEFENSE IN THE FACE OF THE 
CONTINUED CONTRACTION OF THE ECONOMY. THE DECISION TO BORROW 
VIA A LOAN LEVY INSTEAD OF RAISING MONEY THROUGH INDIRECT 
TAXATION ALSO INDICATES AN UNWILLINGNESS BY THE INTERIM 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 

GOVERNMENT TO TAKE ANY ACTION WHICH WOULD BRING FURTHER 
DEMORALIZATION AND UNDERMINE THE INTERNAL SETTLEMENT. 

8. WE WILL PROVIDE MORE DETAILED ANALYSIS WHEN COPIES OF 
BUDGET AND ECONOMIC SURVEY CAN BE OBTAINED. 

EDMONDSON 
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